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CONTRACT UNIFORMITY 
 
Pursuant to the provisions of Article 7 (commencing with Section 100525) of Chapter 3 of Part 1 of Division 101 of the 
Health and Safety Code, the Department of Health Services sets forth the following policies, procedures, and 
guidelines regarding fringe benefits. 
 
1. As used in this agreement with reference to State and/or federal funds, fringe benefits shall mean an employment 

benefit given by one’s employer to an employee in addition to one’s regular or normal wages or salary. 
 
2. As used herein, fringe benefits do not include: 
 

a. Compensation for personal services paid currently or accrued by the Contractor for services of employees 
rendered during the term of this agreement, which is identified as regular or normal salaries and wages, 
annual leave, vacation, sick leave, holidays, jury duty, and/or military leave/training. 

 
b. Director’s and executive committee member’s fees 

 
c. Incentive awards and/or bonus incentive pay 

 
d. Allowance for off-site pay 

 
e. Location allowances 

 
f. Hardship pay 

 
g. Cost-of-living differentials 

 
3. Specific allowable fringe benefits include: 
 

a. Fringe benefits in the form of employer contributions for the employer's portion of payroll taxes (i.e., FICA, 
SUI, SDI), employee health plans (i.e., health, dental, and vision), unemployment insurance, workers 
compensation insurance and the employers portion of pension/retirement plans provided they are granted in 
accordance with established written organization policies and meet all legal and Internal Revenue Service 
requirements. 

 
4. To be an allowable fringe benefit, the cost must meet the following criteria: 
 

a. Be necessary and reasonable for the performance of the contract. 
 
b. Be determined in accordance with generally accepted accounting principles. 
 
c. Be consistent with policies that apply uniformly to all activities of the Contractor. 

 
5. It is agreed by both parties that any and all fringe benefits shall be at actual cost. 
 
6. Earned/accrued Compensation. 
 

a. Compensation for vacation, sick leave, and holidays is limited to that amount earned/accrued within the 
contract term.  Unused vacation, sick leave, and holidays earned from periods prior to the contract period 
cannot be claimed as allowable costs (See example on page 2). 
 

b. For multiple year contracts, vacation and sick leave compensation, which is earned/accrued but not paid, due 
to employee(s) not taking time off may be carried over and claimed within the overall term of the multiple 
years of the contract.  Holidays cannot be carried over from one contract year to the next.  (See example on 
page 2). 
 

c. For single year contracts, vacation, sick leave, and holiday compensation which is earned/accrued but not 
paid, due to employee(s) not taking time off within the contract term, cannot be claimed as an allowable cost 
(See example on page 2). 
 

 



           Appendix E 
State of California  - Health and Human Services Agency                    

Department of Health Services  Page 2 of 2 

     

 
CMU 11 (12/99) 

 
  
 

Contract Uniformity 
Earned/Accrued Compensation Examples 

 
 
 
Example No. 1:
 

If an employee, John Doe, earns/accrues three weeks of vacation and twelve days of sick leave each year, 
then that is the maximum amount that may be claimed during a contract period of one year.  If John Doe has 
five weeks of vacation and eighteen days of sick leave at the beginning of the State contract term, the 
Contractor during a one-year contract term may only claim up to three weeks of vacation and twelve days of 
sick leave actually used by the employee.  Amounts earned/accrued in periods prior to the beginning of the 
contract are not an allowable cost. 
 

Example No. 2:
 

If during a three-year (multiple year) contract John Doe does not use his three weeks of vacation in year one, 
or his three weeks in year two, but he does actually use nine weeks in year three; the Contractor would be 
allowed to claim all nine weeks paid for in year three.  The total compensation over the three-year period 
cannot exceed 156 weeks (3 x 52 weeks). 

 
Example No. 3: 
 

If during a single year contract, John Doe, works fifty weeks and uses one week of vacation and one week of 
sick leave and all fifty-two of these weeks have been billed to the State, the remaining unused two weeks of 
vacation and seven days of sick leave may not be claimed as an allowable cost. 


